#36.20(1) 3/25/70
Memorandum 70-37
Subject: Study 36.20(1) - Condemnation (The Declared Public Uses--Disposi-
tion of Section 1238(21)--Slum Clearance and
Low-Rent Housing)

Subdiviesion 21 of Section 1238 declares that slum clearance and con-
struction of housing for low-income groups are public uses for which the
right-to condemn exists in cities, counties, housing authorities and com-
missions, or other political subdivision or rublic body of the state.

See the attached research study for a discussion of this subdivision.

All but one of the agencies engaged in this activity have adequate
condemnation authority under other statutes. To complete the scheme,
commnity land chest corporayions (nonprofit corporations formed under
the Health and Safety Code to provide "housing in rural and suburban areas
for families of low income") should be granted express condemmation
authority. These corporations are under strict regulation by the Commis~
sloner of Corporations and cannot start any housing project without his
approvel. All significant activities of the corporation are subject to
regulations of the Commissioner or, if there are no regulations, to his
approval. Any profit, after return of members contributions, goes to
the state. Exhibit II sets out the statutory provisions applicable to
community land chest corporations.

The research study points out that housing authorities do not have
any express power of eminent domain to ecarry out the Temporary Housing
Projects law. The staff does not believe that such authority is needed

since the act "does not authorize a eity, county, or housing authority
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to construct additional dwelling units." See Health & Saf. Code § 35482.
Attached as Exhibit I is a Comment to subdivision 21 and a new
section to be added to the Health and Safety Code to retain the substance
of this subdivision insofar as it may apply to commnity land chest cor-
porations. These provisions should be tentatively approved and should be

sent to the Commissioner of Corporations for review and comment on the

necessity for the new section.

Respectfully submitted,

John H. DeMoully
Executive Secretary
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Memorandum 70=-37
EXHIBIT I
CODE OF CIVIL PROCEDURE § 1238
Staff recommendation

Subdivision 21

23+ --Any-werk-er-undertsking-of~a-eity; -eounty;~or-eity-and
ecuntyy-housing-authority-er-cepmissieny-or-other-potitieal-sub-
divieien-or-pablic-body-of-the-Btates--{a)-se-demelish;-elear-o¥
remove-buidings- frem-gny-area-vwhich-ig-debrimental-te-the-safetyy
bealth-and-merala-ef-ithe-people-by-reason-ef-the-dilapidationy-ever-
erowdingy-fanliy-arvangemeni-or-desigay-2aek-of-ventilation-ar-cant-
tary-faeilitics-of-the-dveliings-predepisniinz~in-esuek-arcasi-or
{b)-to-previde-dvellingsy-apariments-or-other-1iving-neeomcdations
for-perseons-or-families-whe-lack-the-amount-of-income~whieh-ds
necessary-{as-determined-by-the-body-erngaging-in-said-verk-or
updertaliing)-te-enable-them~to-1ive-in-decent;-safe-and-canitary

dwellinges-witheut-everercwding-

Comment. Subdivision 21 is unnecessary because it merely duplicates
express grants of the power of eminent demain given the agencies engaged
in slum clearance and low reut housing by other statuies. Thus, housing
authorities, which may be activated within eny city or county, may con-
demn property for slum clearance, construction of low-cost housing, or
construction of farm labor camps. Health & Saf. Code §§ 3h42Lo, 34325,
36059(i). See also Health & Saf. Code §§ 34874, 34875, 34879 (limited
dividend housing corporations). The addition of Section 35167 to the
Bealth and Safety Code %o grant condemnation authority to commmunity iand
chest corporations (nonprofit corporations formed under Health and Safety
Code Sectlons 35100-35237 to provide "housing in rural and suburban areas
for families of low income") provides all of the agencies covered by

subdivision 21 with adequate condemnation authority.
-l-



HEALTH AND SAFETY CODE § 35167
Staff recommendation

§ 35167. Authority of land chest corporation to acquire property

Sec. . BSectlon 35167 ie added to the Health and Safety
Code, to read:

35167. (a) When the commissioner has approved a housing
project, the corporation may acquire the property necessary for
the project by gift, bequest, purchase, or eminent demain.

{b) The pover of eminent domain shall not be exercised by
a corporation except with the specific authorization of the

commissioner.

Comment. Section 35167 retains the substance of subdivision 21
of former Code of Civil Procedure Section 1238 insofar as that sub-
division may have applied to land chest corporations (nonprofit cor-
porations formed for the purpose of providing "housing in rural and
suburban areas for families of low income"). Section 35167 uses the
same language used in Sections 3487k and 34875 relating to limited
dividend housing corporations {corporations formed for the purpose of
providing housing for families of low income or reconstructing slum

areas).
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86100,
35101,
35102
35103,
85104,
35108.
35104,
35107.
353108,

BYHIBIT 11

_ Chapter 2 .
COMMUNITY LAND CHEST LAW

General Provialond .- oceviimmrrrroremecamvarame e SE160
Formation of Land Cheat Corporations --.oocoeooaoemeo-.....36130
Powers and Duties of Land Chest Carporations . vooevaeieanne- 38160

Powers and Dutles of the Commissioner of Corporations ...-..35180
_Finam:ial Provisions -.oueccevoccemicasnmnmsacmsncarotam s 35230

_ Article 1
GENERAL PROVISIONS

Title of chapter.
Definitiona.

Commizaioner,

Actual conat. \
Fixed chargos.

Security.

Corporation.

Corporate name,

Violation; misdemeansr,

Adminlsiratlve Cads Relarenczes

Community land chests, see 20 Cal.Adm Code 200 ot s6q.
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PL3 COMMUNITY LAND CHEST LAW § 35104

§ 35100. Title of chapter, This chapter may be cited as the
Community Land Chest Law. (Added Stats. 1951, c. 710, p. 1970,

§1)
Dorivation: Reais.1933, ¢, 560, p. 1405, § 1,

Admialstrativa Code Reforences
Rulen and regulntions, poo 10 ColAdin.Clode 2502068,

Library Reforences
Health €032, ' C.2.8. Hualth § 22 et seg,

§ 35101. opetinitions, Uniess the context otherwise requires, the
definitions contained in this article govern the construction of this
chapter.  {Added Stats. 1931, ¢. 710, p. 1970, § 1.)

Derlvation: Stats. 1933, e. 560, p. 1405, § 2,

tisraty Roforences
Btatutes €179, .3.8. Stotates § 315,

§ 35102. Commissioner. “Commlssioner” means the Commis-
sioner of Corporations of the Division of Corporations, Department
of Investment. (Added Stats, 1951, ¢. 710, p. 1970, § 1.)

- Derlyation; State 1038, o, 550, p. 1405, 8 2

_ Library References
Words snd Phrason (FPorm, Ed.)

- § 35103, Actual cost. “Actual cost” means the cost of the land
and . buildings, charges for financing and supervision, and carrying
charges during construction, including interest on borrowed money
and invested capital. (Added Stats.1951, ¢. 710, p. 1970, § 1.)

Derivation: Stoin.1033, e. 500, p. 1405, § 2.

Library Reforeonces
Words sud Plirasces (Porm, ¥4.)

§ 35104. Fixed charges. “Fixed charges” includes all operating
and maintcnance charges, taxes, assessments, Insurance and depre-
clation, amortization, Interest, sinking fund, and other expenses and
charges, (Added Stats.1951, ¢. 710, p. 1970, § 1)

Derivation: Statw.1933, c. 560, p. 31405, § 2.

‘Liarary Rofarences
Words and Phrases {Verm, Ed.)
' 291




§ 35105 " MOUSING CORPORATIONS Div. 24

§ 35105. Security. “Security” includes any stock, bond, note,
treasury note, debenture, evidence of indebtedness, certificate of in-
terest or participation, profit sharing agreement or certificate of in-
terest in it, collateral trust certificate, transferable share, investment
contract, or other instrunient commonly known as a security. It does
not include mortgages, trust deeds, bills of exchange, trade accept-
ances, promissory notes, or other commercial paper, issued or given
in the ordinary course of business, and not offered for sale to the pub-
lie or not sold to an underwriter for the purpose of resale, (Added
Stats. 1951, ¢, 710, p. 1970, § 1.}
Dorivation: Stare.1033, «. 560, p. 1468, § 2. .

Lihrary RAefacences

Corporatione €380 at seq. Words and Phrases {(Perm. B4)
(GTLE, Gorporations § 192 ot seq.

§ 35106, Corporation, “Corporation” means land chest corpo-

ration formed pursuant to this chapter. - (Added Stats.1951, ¢ 710,

p. 1971, §1.) .
Lihrary Roferences - )

Words and Phrosea (Perm. Ed.)

§ 35107. Corporate name. A corporation having shares of eap-
ital stock, or any of its agents or officers, shall not use or permit to

be used as part of the corporate name of the corporation the words

“land chest” or "community land chest.” Every nonprofit corpora-
tion orgenized before or after May 25, 1933, having as any part of its
corporate name the words “land chest” or “community land chest” is
subject to this chapter and shall not transact any business in the State
unless it has complied with this chapter. (Added Stats.1551, ¢. 710,
D 187, § 1) )

Darlvation; Stots. 1033, c. 500, p. 1471, § 37,

Livrary References
Oorporations &>43 ci req. G158, Corporntions § 164 at e,

§ 35108. violalion; misdemeancr., Every person viclating any

" of the provisions of this chapter is guilty of a misdemeanor. (Added

Stats. 1951, c. 710, p. 1971, § 1.)
Derivation: Sinie 1033, o 560, p. 31471, § 18,
. ) Crors Asforencss
Misdemeonor detised, sec Penel Code § 27,
l Librazy Feferences

Corpuerations S=028. C.1.8. Corporations § 13684,
202
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Pt 3 COMMUNITY LAND CHEST LAW  § 35132

Article 2
FORMATION OF LAND CHEST CORPORATIONS

Beo.

36138, Purpose.

35131. Applicability of nonprofit corporation laws,
86132, Commiasion certificate approving articles.
85133, Required provisions of articles,

§ 35130. Purpose. Pursuant to this chapter corporations may
be formed for the purpose of providing housing in rural and suburban
areas for families of low income. (Added Stats.1951, c. 710, p. 1971,

i) )
Dactvation: S0t 1943, 0, 500, p. 1406, § 8.

Livsrary Rsforencea : .
Healih €220, 32, CJ.8. Health 3§ 2, 9 ot neq., 22 ot a2q.

§ 35131. Applicability of nonprofit corporation laws. The laws

‘relating to nonprofit corporations generally apply to corporations

formed under this chapter, except where inconsistent with the provi-
sions of this chapter, (Added Stats.1951, ¢. 710, p. 1971, § 1.)
Dorlvation: Sinta. 1033, e..A-’SG&. p. 1400, § 3.
! o Cross Reforennes
Nonprofit corporations, generally, soe Corporntions Coile § 9000 ot g,

Library Refersnces )
Hegn‘&tln =1 et seq. C.J1.5, Henlth § 3 et 2eq.

§ 35132. Commission certificate approving articles, Befare the

articles of incorporailon of any corporation may be filed in the office
of the Secretary of State, there shall be attached to them a certificate
of the commissioner approving them. (Added Stats. 1951, c. 710, p.
1971, §1.) .

Derivation: Sints 1033, o 50O, p. 1406, § 4,

Admilalstrative CGode Refsrences

Contontx of proposed articls, soc 10 Cal.Adin.Corde 251,
Fffoet of spproval by sommissioner, see 10 Cal.Ada .Code 953,
Fiing fee, yee 10 Cal.Adm, Code 252, 203,

Btatement of powers, seg 10 Col Adm Code 251,

t.luerry Boferences

Corporationy £=222, .18, Corporations $§ 50, 02,
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§ 35133 HOLSING CORPORATIONS Div. 24

§ 35133. Required provislons of ariicles. In addition to other
requirements of law, the articles of incorporation shall set forth:

(r) That the corpereiion.is formed wholly for the purpese of pro-
viding housing in rural and suburban areas for families of low Income,

(b) That the corporation wiil be subject to the supervision and
contrel of the Commissicner of Corpoerations or other appropriate stata
authority and subject o this chapter,

{¢) That upon liquidation or dissslution of the corporation any
surplus remaining after the payment of debts and obiigations and the
repayment to the corporation members of the respective amounts of
thair subscriptions, contributions, feecs, dues, and assessments, will Te.
vert to the State. (Added Stats.1951, c. 710, p. 1971, § 1)

Derivation: State 1033, c. 50D, p. 1408, § 4.

Cross Raforences

Requirorents of articies of incorporgtion for nonprofit corporations, generally, son
Corporations Code § 0300 et seq,

Admintstrative Coda Reforsaces

Contents of propoesed aréicles, vee 30 ColAdw.Clode 261,
Provision that dircctors must be membore of corporation, see 10 Od.Adeoﬁe 263"

Library Reafosonces
" Corpsrations &=18, C.1.8 Corporatious § 52 ot seq.

Article 3

POWERS' 'AND DUTIES OF LAND CHEST CORPORATIONS

Ses,

25160, Tederal agencies; Jeans, memberships, and compliance with regu-
lationa, : .

36161. Approval of housing project by commissioner.

35162, Conditions of approval of housing project.

35163, Plans of project.

86164. Acts subject to conirol of commissioner,

35165. Effect of violation.

38166. Disposition of azscty upon liguidation or dissolution

§ 35160, Federal ageucies; foans, memberships, and compliance
with regniations. A corporation may:

{a) Borrow money from, or sefl, pledge, or discount it3 securities,
or mortgage, pledge, or otherwise hypolhecate its property to, the
Reconstruction Finance Corporation, Federal Home Loan Bank, or
any other corpovation or agency established by the Umted States or
the State,
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Pty COMMUNITY LAND CREST LAW - § 35162

{b) Comply with the provisions for membership and become a
member of the Federal Home Loan Bank or of any other corporgtion
or agency established by the United States or the State. .

(c} Comply with any reguiations of the Reconstruction Finance
Corporatlon. (Added Stats.1951, c. 710, p. 1971, § 1)

Dorivation: State, 1033, o, 5. p. 1400, § 5.

Crose References

Fedorvsl Xome Loan Bank Act, gencrally, ses 12 TS.0LA § 1421 et seq,
Roeconstruction Pinance Loan provisions, wee 15 TUS.CLAL § G04(3).

Admialsfrative Code Refsronces
#tatement of powsrs in articles of Incorporution, see 10 el Adin.Cude 251,

{lurary Refsrances
Corporations €3T6(1) et soq. ' Q.1.S. Corporations § 941 ot aeq.

§ 35161. Approval of housing project by commissioner. A cor-
poration shall not start or undertake a housing project without the
approval of the commissioner. (Added Stais.1951, ¢. 710, p. 1972,

§1) ) :
Darivation: State1033, o, 00, p. 1407, § 4.

Adminisirative Cofo Refercncay
1
Applicationy for appreval of houslsg project, see 10 Crl.Adm.Code 234, 265,

Likrary Reforances
Heolth €232, : 7.8 Feolth § 22 ot seq.

§ 35162, Conditions of approvel of housing project. The com-i
missicmer shall not approve a housing project unless:

(n} It appears practicable to rent or sel the proposed housing
accommodations at rentals or sales prices not exceeding those pre-
seribed by the commissioner.

{b) The project conforms to any zoning or bullding ordinance of
the locality where §t is located. ’

(c) There is submitted to and spproved by the commissioner a
financial plan in the form prescribed by him setting forth the method
of making money available for the actual cost of the land and im-.
Provements, and the cost of organization, administration, mainte-
nance, and operation. (Added Stats. 1951, c. 710, p. 1872, § 1.}

Derivation: Btats 1043, 2. 500, . 1407, § €.

Au ministrative Code Referances

Ceontents of application for approvel of houaing project, see 10 CulAdm.Code 25&, 257,
Form ond filing of npplication for appravel, sce 10 Cnl Adae.Coda 254,
Title of application for approval, see 14 Cal.Adm . Code 235,
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§ 35163  HOUSING CORPORATIONS Div, 24

§ 35163. Plans of project. The commissioner shall not approve
a housing project uniess there is submiited to and approved by him

plans setting forth:
{a} The area and location of the project. .
(b} Plans of development, _
(e} Estimates of cost of the project.

(1) Estimated rentals and selling prices of properties to be rented
or sold, terms of payment, and interest rates upon deferred payments.
{Added Stats. 1951, ¢. 710, p. 1972, 8 1.)

Derlvailon: Stats. 1933, c. 500, p. 1497, § 8.

" Administratlvs Code Ruleresces
Conlonts of opplicetion for approvad, ses 10 Cal, Adm.Code 236, 257,

Library Rofarencas
Heoalth 282 C.J.8. Health # 22 ot seq.

§ 35164. Acts subject to control of commissioner. Except.pur-
suant to the regulations of the commissioner or, If there is none, with
his approval, a corporation shall not:

{(a) Acquire any real property or interest in it.

{b) Sell, transfer, assign, or lease any reil property to any per-
B0, : )

{c)} Charge or accept any rental, fee, or other charge for housing
accomrnodations in eny building constructed, acquired, operated, soid,
or managed by it.

{d) Mortgage or otherwise encumber any reai property.

{e) Use any building erected or acguired by it for other than
housing and incidental purposes.

{£) Enter into controcts for the construction of housing projects
or for the payment of salaries to officers or employees,

(g) Effect any reorganization.

{h) Voluntarily digsolve or transfer all or substantially ail of its

_assets.

(1) Maoke any guaranty. (Added Stats.1951, e. 710, p. 1972, § 1.)
Berlvation: Bints. 1833, ¢ 360, p. 1468, § &,

Lihrary Poferences

Corporativny &=434, 442, 447, 470(1), C.1.8. Corporations #§ 1088, 1100, 1118,
484(2), 574, 010(1) 3110, 1171, 1214, 1230 ot weg., 1633,
1584, 1634, 14602, -
296




()

PtL. 3 COMMUNITY LAND CHEST LAW

§ 35165. Effect of violation. Any purchase, conveyance, con-
tract, encumbrance, lease, or sublease made in violation of this chapter
and any transfer or assignment of them is void. {Added Stats. 1951,
¢. 710, p. 1972, § 1. .

Derlyation: Stats 1033, ¢. 560, 1. 1468, § 8.

Library Reforences
Corporations €2370(1}, 0.1.8. Corporstione § S41.

§ 35166. Disposition of assets upon Hquidation or dissolution.
I a corporation is liguidated or dissolved, its assets remaining after
paying or edequately providing for its debts and obligations shall be
distributed to its members to the extent of the payments of contribu-
tions, subscriptions, fees, dues, and assessments paid to it by each
member, without interest or profit. The rernainder of the assets re-
vert to the State. (Added Stats.1951, ¢. 710, p. 1973, §1)
Derivation: Stats. 1983, c. 560, p. 1471, § 1!!.1 )

Cross Relerences
Dinw:i%lo{ assots on dissolution of nonprofit corporation, seo Gorpérutiom Code,

Library Refarcnoss

Corporations &=2620, C.5.9. Corporations §§ 230, 3707.
Articde &
POWERS AND DUTIES OF THE COMMISSIONER OF
CORPORATIONS
Bac.

85190. Regulations.

85191, Fixing rentsls.

$5192. Fixing price, terms of payment, and charges,
$5193. Examination of corporation.

85194. Investigation of corporate affairs.

85195. Authority to enter and inspect.

86196. Uniform accounting methods and forms.

86197, Corporation reports.

85198. Repairs and improvements.

45199, Compliance with laws, commissioner’s regulntions, and terms of
project.

35200. Authority to take possession of corporate property and business;
grounds. .

35201. Powers and duties of commissionerin possession.

36202. Enforcement proccedings against corporation.

35208, Judicial review of commissioner's actions.
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§ 35190 " HOUSING CORPORATIONS Div. 24

Sea. ' :

35204. Fees for exammatmn of plans, superwswn of preject, and investi-
gation.

35205, Foreclosure pmceedmgs, serviee upon cnmmxsaloner )

85206, Judgment sale,

§ 35190. Regulations. The commissioner may make, amend,
and repeal regulations for carrying this chapter into effect {Added
Stats. 1951, c. T10, p. 1973, § 1.)

Derlvation; Stuta.1988, o. 550, p. 31467, § 7.

-, Crass Ralereaces
Commissloner of corporations, sce Corporations Code, § 25300 ot ueq.

Administiratiye Code Referances
Clommuonity Jand chests, ses 10 Cal.Adm.Code 250 ct asg.

Library Referonces
Henlth =20, .38, Health §§ 2, 8 ot weq, .

‘-f-r -

§ 35191. Fixing rentals. The commissioner may fix and revise
the maximum rental charged tenants of the housing accommodations
rented by a corporation, determined upon the basis of the actual cost
of the project so that the rentals, with all other income of the corpora-
tion, will be sufficlent to meet all fixed charges, interest requirements,
and other charges of the corporation approved by the commissioner.
(Added Stats.1951, ¢. 710, p. 1973, § 1.)
Derivation: State 1833, ¢ 560, p. 1487, § 7.

Cross Realerences
Adaminleteative rules and mguilntioua, genarally, soe Government Coda, 'i 11370 ot seq.

Library Rofarences
Landiord and Tennnt $=2200.13. C.T.8. Tandiord and Teuant § 507

§ 35192. wixing price, terms of payment, and charges. The

commissioner may determine and fix the price, terms of payment, rate

of interest on deferred payments, and all other charges of properties

offered for sale or sold. (Added Stats. 1951, ¢. 710, p. 1973, § 1.)
Darjvation: Stats. 1933, o. 560, p, 1467, § 7.

Library Reforances

Health $32 ) C.J.5. Health § 22 ot neq.
298 :




Pt 3 COMMUNITY LAND CHEST LAW § 35197

§ 35193. Examination of corporation. The commissioner may
examine all corporations and keep Inforined as to their general condi-
tion and the manner in which their property is gequired, constructed,

leased, sold, operated, or managed. {Added Stats.1951, c. 710, p. 1973,

§1.)
Darivation: Stats.1933, c. 560, p. 1407, § 7.

§ 35194. mvestigation of corporate.affairs. The commissioner
may jnvestigate into the affairs of a corporation and its dealings,
transactions, or relationships with other persons., (Added Stats.1951,
¢, 710, p. 1973, § 1)

Dorlvation: Stntu.2933, ¢. 560, p. 1467, §7

Library References

Adwinistrative Jaw end  Procodure C.18 Corporations § P32 et neq.
&340, . C.J8. Public Adwfuistrative Bodies and
Corporations G042, Frocedare § 79.

§ 35195. Authority to onter and inspect. Either through his
deputies or representatives, the commissioner may enter upon and
inspect the property, equipment, buildings, plants, offices, apparatus;
and devices of any corporation, and examine Its books, contracts, rec-

ords, documents, and papers. (Added Stats.1951, c. 710, p. 1973, § 1.)

Dcrlnllo_u: State.2033, ¢. 660, p. 1467, 5 7.

Cross Refersnces

Refusal to submit books to inspection, suthority to take posscssion of vorpornte prop-
arty, zeo § 35200, :

»

‘Library Reforsntes
Corporations €:-304.2, : C.J.8, Corporntions § 952 ot seq,

§ 35196. Uniform accounting methods and forms. The commis-

sloner may prescribe uniform methods and forms of keeping accounts,

records, and books to be observed by a corporation and prescribe by

order accounts in which particular outlays and receipts shall be en-

tered, charged, or credifed, (Added Stats.1951, c. 710, p. 1973, 3 1.)
Derivation: Stats 1033, o, 500, p.- 1407, 3 7.

Library References
Corporations €5394.2, C.1.5. Corporations § PS2 ot seq.

§ 35197. Corporation reports. The commissioner may require
every corporation to file with him periodic reports setting forth the
Information he requires, verified by the oath of the president, general
manager, receiver, or person required to file it. The report shall be in
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§ 35197 HOUSING CORPORATIONS Div. 24

the form, cover the period, and be filed at the time prescribed by the
commissioner. The commissioner may further require specific an-
swers to questions upon which he desires information. {Added Stats.
1951, ¢. 710, p. 1973, § 1.)

Derivation: Stuts. 1033, ¢. 560, p. 1407, § 7.

Libhrary Referénces
Corporations $394.2. C.1.8. Corporations § 052 ot geq.

§ 35198, TRepairs and improvements, The commissioner may
order a corporation to make at its expense repairs and improvements
which will preserve or promote the health and safety of the occupants
of buildings owned or operated by it. (Added Stats. 1951, ¢. 710, p.
1973, § 1)

Darivation: Stats 1933, o. 500, p. 1467, 3 T.

Livsary Reforsntes
lenlth G232, C.1.5. Hoaith § 22 ot soq.

§ 35199. Comphauce with laws, commissioner’s regulations, and
terms of project. The commissioner may order a corporation to do
acts necessary to comply with, or to refrain from doing acts in viola-
tion of, law, regulations adopted by the commissioner, or the terms of
any project approved by the commissioner. {(Added Stats. 1951, c.
710, p. 1973, § 1.}

Derivatisa: Stats. 1938, ¢. 569, p. 1467, § 7.

Crass Refersnces
Power of commissioner to make regutations, see § 33190,

Adminisirative Cods Raferances
nlos and regulations, see 10 Cal.Adm.Code 200-268,

Library Rafarences

Corporationy =304 .15, Public tilitics § 03 et seq.
C.J.B, Corporations § 988,

§ 35200. Authority to take possession of corporate property
and business; grounds, The commissioner may immediately take pos-
session of the property and business of a corporation and retain pos-

. session until it resumes buginess or its affairs are finally liquidated if

any of the following events gecur:

{a) When it appears to the commissioner that the corporation
has violated its articles of incorporation or any state law or is conduct-
ing its businesy in an unsafe or unsound manner,
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Pt. 3 COMMUNITY LAND CHEST LAW § 35203

(b} The corporation refuses to submit its books and papers to the
inspection of the commissioner or his sulhorized representative.

{c) Xf it appears to the commissioner that the corporation is un-
sound or in an unsafe condition 1o transact the business for which it
was organized, or that ii is unsafe and inexpedient for it to econtinue
to conduct its business. (Added Stats.1931, c. 710, p. 1974, § 1)

Perivation: Stets 1033, o. 560, v. 1471, § 10.

Llbrary Refercnces .
Corporalions $=3042, C.L8. Corporations § 952 et sg.

§ 35201. Powers and duties of commissioner In possesslon. If
the commissioner takes possession of the property and business of any
corporation he has the same powers angd duties with respect to it as
are conferred upon the Superintendent of Banks with respect to bank-
ing institutions by the Financial Code? and the commisstoner may
liquidate the corporation pursuant to the Financial Code ? so far as it

is applicable. (Added Stats.1951, c. 710, p. 1974, § 1, as amended

Stats. 1953, c. 495, p. 1737, § 1.}

2 Financial Code § 215,
T Fingncial Code § 3100 et »eq.
Risierfoal Notn

The 1058 anoudment nubntituted “Finan- Derlvation: Stats. 1033, ¢ 500, p. 1471,
cial Code” for “Hanking Code™, $ 16 )

~ Library References _
Cocporations &«'-_!39!.2, 013{1). C.J.8, Corporntions §§ 082 et seq., 1600,

§ 35202. Enforcement proceedings against corporation, ‘The
commissioner may bring a proceeding sgainst the corporation to en-
force the provisions of this chapter or of any order, permit, license,
demand, or requirement of the commissicner, to restrain their viola-
ticn or threatened violatiom, or to compel the performance of any act
reguired by them. The proceeding shall be brought in the name ot
the people of the State of California, In the superior court of the
county in which the corporation has its principal place of business.
(Added Stats. 1951, ¢. V10, p. 1794, § 1)
Derjvation: Stats.1033, ¢, 5060, p. 146D, § 140,

Library Refercrcas
Mendomus =122, CJ8, Mandewmus § 211,

§ 35203. Judicial review of commissioner’s sctions. Every or-
der, decision, permit, or other official act of the commissioner is sub-
ject to review pursuant to law within 20 days after its rendering.
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§ 35203 HOUSING CORPORATIONS Div. 24

The burden of proof lies upon the appeliant, and the court shall
receive and consider any pertinent oral or documentary evidence con-
cerning the action of the commissicner under review. 'The court shall
consider and determine only the question of whether there has been an
abuse of discretion by the commissioner. (Added Stats.1951, c. 710,
p. 1974, § 1.5

Dorjvation: Stats, 1033, . 560, p. 1400, § 1L

Llbrary Roferencas

Administrative Yaw and  Procedurs C.7.8. Doblic Administrative Todies zod
€701, 722, 750,754, Procedure §1 188, 103, 208, 207,

§ 35204. Fees for examination of plans, supervislon of project,
and investigation. The commissioner may charge and collect from a
corporation reasonable fees in accordance with rates established by
the regulations of the commissicner:

(a) For the examination of plans and specifications and the
supervision of any project, in an amount not to exceed one-half of 1
percent of the estimated cost of the project. '

{b) For any investigation made upon application of a corporationy
for any act done by the commissioner or his employees, in performance
of their duties under this chapter, an amount reasonably calculated
to meet the expenses of the commissioner incurred in the investipa-~
tion. The commisstoner may authorize a corporation to include such:
fees as part of the actual cost of a project, (Added Stats, 1951, e. 710,
p. 1974, § 1) -7

Derdvation: Statz.1033, ¢. 560, p. 1469, § 12,

Adminlsirativa Code References :
Feas to be charged and collected by commisstoner, seo 10 Cal.Adm.Code 208, »

Library Refarences

Corporations €304, CJ.5. Public Utilitios § 89 et neq.
C.1.8. Corporations § 0156,

§ 35205. Forcclosuro preceedings; service npon commisstoner.
It a mortgagee, trustee, or beneficiary commences foreciosure proceed-
ings under 2 mortgage or deed of trust which is a lien upon corporation
property, a copy of the complaint or notice of breach and intention to
sell shall be served upon the commissioner within five days of the filing
of the complaint or the recording of the notice. Upon receipt of the
copy, the commissioner shall immediately take such steps as he deems
necessary to protect the rights of all parties. (Added Stats.1951, c.
Ti0,p. 1974, § 1.)
Berlvation: Stats 10323, c. 500, p. 1470, § 14,
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Cross Refsrences

Foreclosure nctions, generally, see Code of Civil Procedure, § 7200 ot seq,

Library References
Corporations £452(3). C.J.8, Corporations §§ 1202, 1223,

§ 35208. Judgment sale. In the event of & judgment against
& corporation in any action not pertaining 1o the collection of an in-
debtedness secured by mortgage or deed of trust, sale of any of the
real property of such corporation shall not be made except upon 60
days’ written notice to the commissioner. Upon receipt of the notice
the commissioner shall take such steps as in his judgment are neces-
sary to protect the righis of all pariies. {(Added Stats.1951, ¢, T10, p.
1975, § 1.)
Derivation: Stats, 1533, o, 500, p. 1470, § 15.

Lltrary Raforences
Corporations €523, - 0J.8. Corporations § 1342 et neq.

Article 5

. FINANCIAL PROVISIONS

35280. Applicability of corporaie securitics Jaw.

35281. Limitations on issuance of securities,

85282,  Issue of saecuritiea; relation to project; security.

45233, Provisions of bonds, mortgages, and deeds of trust.

35234. Lien.

85286. Operations not to be conducted for profit.

85236. Net earnings tranaferable to surplus; maximum surplus; appli-
cation of balance of yearly net earnings.

35237. Repayment to member; limit.

§ 35230. Applicability of corporate securities law. The provi-
sions of the Corporate Securities Law ! not Inconsistent with this
chapter apply 1o corporations formed under this chapter. (Added
Stats. 1951, ¢. 710, p. 1975, § 1.)

"1 Corporntions Code § 25000 ot meq, '

Derlvation: Stats. 1033, c. 563, p. 1469, § .

Library Refarences
Kdoenses &=18%) (1) ot zeq. 0.J.8. Licenses § 72 ot geg,
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§ 35231. Limitations on issuance of securlties, A corporation
ghall not: '

{a) Issue securities covering any project undertaken in an aggre-
gate amount greater than the actual cost of the project, plus an allow-
ance for working capital, not exceeding 5 percent of the estimated cost
of the project or of the actual cost, if greater than the estimated cost.

{b) Issue securities except in exchange for money or property ac-
tually received for the use and lawful purpose of the corporation. No
securities shall be issued for property except upon a valuation ap-
proved by the commissioner, and such valuation shall be used in com-
puting actual or estimated costs. (Added Stats.1951, ¢. 710, p. 1975,
1)

Dorivalion: Stats. 1933, . 560, p. 1400, § B,
Litrary Rolerences

Corporatioes €==07-00, 160, .8, ?f;%mrntlunu $§ 230 ot seq., 202,

289,

§ 35232. Issue of secarities; relation to project; security. Each

authorized issue of securities shail relate to one specific project and

may be secured by mortgages or deeds of trust upon the real property
of which the project consists, except where units of the profect are to
be offered for sale the securities may be issued in an amount to cover
each individual unit of sale or to cover the entire project intended to
be sold. (Added Stats. 1951, ¢, 710, p. 1975, § 1.)

Derivation: Sints, 1933, o, 506, p. 1469, § 6.

Lihrary Beferencon -
Corporations €489, CJ.8, Corporations § 1147.

§ 35233. Provisions of bonds, morigages, and decds of trust.
Bonds, mortgages or deeds of trust may contain provisions approved
by the commissioner, including the right to assignment of rentals and

entry into posscssion in case of default. (Added Stats. 1951, ¢, 710, p. )

1975, § 1)
Darivatlon: Stats. 1933, . 560. p. 1400, § 0.
Library Belerences

Corporations €471, 477(1). C.I.8. Corporntions 3§ 11560, 1177, 1214,

§ 35234. Lien. Mortgages or trust deeds may create a first lien
and a second lien upon real property. {Added Stats.1951, ¢. 710, p-
1975, § 1.}

Derivation: Sints. 1033, . GO0, 1. 1400, § 9.
Library Raferences

Corporations €=2450, C.J.8. Corporations §§ 1100, 1221,
304
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Pt 3 COMMUNITY LAND CHEST LAW § 35237

§ 35235. Operations not to be conducted for profit. A corpo-
ration shall not conduct its opervations for the profit of the corporation
or itz members, nor shall any corperation enter into any selling agency
agreement intended to divert, or which diveris to its members or to
third persons any portion of the profits accruing to the corporation.
(Added Stats. 1951, c. 710, p. 1975, 8 1.)

Derivation: State.1933, c. 550, p. 3470, § 13,

Llbrary BRefaronces
Corporations €=2370(1}. C.1.5. Corporations § D1,

§ 35236. Net carnings transforable to surplus; maximum sur-
plus; application of balance of yearly net carnings. The amount of
net earnings transferable to surplus in any year, after making or pro-
viding for the payment of all fixed charges, intevest requirements, and
other charges is subject to the approval of the commissioner. The
aggregate amount of such surplus shall not exceed 15 percent of the
total sum of all contributions by the public, subscriptions, dues, fees,
and assessments paid by members, plus the outstanding obligations of
the corporation. Unless the commissioner deems it too small, the bal-
ance of yearly net earnings in excess of the amount transferred to
surplus shall be applied to the reduction of rentals on rental properties,
the improvement of properties for sale, or the reduction of the sale
price of such property, as the commissioner prescribes. {Added Stats.
1951, ¢. 710, p. 1975, § 1.)
Dorivation: Stats.1933, . £00, p. 1470, § 13.

Lihrary Roferences
Corporations &=151, C.J.8. Corporations § 458 et seq.

§ 35237. Repayment to member; limit. A member of & corpo-

ration shall not accept or receive from the corporation, either during

its existence as a corporation or upon its liquidation or dissolution,

any repayment of any sum in excess of his subscription, contribution,

fees, dues, or assessments, (Added Stats.1951, ¢. 710, p. 1976, § 1.)
Darlvation: State.1033, c. 560, p. 1470, § 18,

Elbrecy Reforences
Corporations =174, OJ.5. Corporations § 477,
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THE DECLARED PUBLIC USES

Slum Clearance and Low-Rent Housing

Section 1238(21) of the Code of Civil Procedure declares that
slum clearance and construction of housing for low-income groups
are public uses for which the right to condemn exists in cities,
counties, housing authorities and commissions, or other political
subdivision or public body of the State.l Subdivision (21) of
Section 1238 of the Code of Civil Procedure and the Housing
Authorities Law2 were enacted in 1938 as campanion legislation
to the United States Housing Act of 193?.3 The federal program,
which provided financial assistance for slum clearance and low-rent
housing, relied upon comunity development and administration.

This made necessary state legislation creating the legal framework
through which local communities could obtain federal funds and the
necessary powers to carry out slum clearance and reconstructicn.
Section 1238(21) is part of that legal framework. The difficulty
with this grant of the right of eminent domain is that it fails to
specify the donees of the power. Consequently, one must ascertain
which agencies are engaged in the described activity before the
donee agencies under this subdivision can be identified. Such a
search reveals most, but not all, agencies desecribed by this
subdivision are given an express grant of the right of eminent
domain.,

Independently of Code of Civil Procedure Section 1238(21),
Housing Authorities, which may be activated within ang city or

5
county, can condemn any property for slum clearance, construction

7 8
of low-cost housing, -~cr construction of farm labor camps. The

-1-



cXpress powers of housing authorities to condemn for the above -
purposes is not limited to condemnation of slum areas. Soon after
the passage of the Housing Authorities Law in 1938,9 it was helqd
that slum clearance and public housing projects for low income
persons are public uses for which the power of eminent domain may
be exercised.lo Housing authorities also have the responsibility
of carrying out the Temporary Housing Projects Law, but they have
No express power of eminent domain in this respect,ll

Limited Dividend Housing Corporations formed sclely for the
burpose of clearing or reconstructing slum areas have an express
grant of the power of eminent domain for purposes of slum clearance
and reconstruction. However, their right to condemn is conditioned
upon specific approval by the State Commission of Housing ang
Community Development.12 The power of eminent demain exerrisdd
by these corporations by express grant is more restrictive than
the power granted by Code of Civil Procedure S ection 1238(21)
because the power is limiteq to blighted areas and then only if
specific authorization from the Housing Commission is obtained.13
Section 1238(1) does. hot impose these restrictions upon the right
to condemn. .

Community Land Chest Eorporations formed pursuant to the
Community Land Chest Law * to provide "ho§;ing in rural and

suburban areas for families of low inceme™ do not have an express
= =Apress

power of eminent domain. However, this power is possibly conferred

upen them by ° Code of Civil Procedure Section 1238(21)
because they come within the general class of donees Epecified

by this subsection.



The power of any state public body to ccndemn for the purpose
of providing low-cost housing was considerably limited by the rassage
ofi:Arficle XXXIV of the California - State Constitution. This
article requires approval by a majority of the electors in a
political subdivision before any low-rent housing project may be

implemented in the community.

Most agencies engaged in slum clearance or low-rent housing
are expressly granted the power of eminent domain in their enabling
acts. Thus, Section 1238(21) could be removed without changing
existing patterns if express grants of the pover of eminent domain
were given to the few housing agencies lacking them. This would
meke clear the identity of the donees of this power and would

facilitate legislative control.



THE DECTARED PUBLIC USES
SLUM CLEARANCE AWD LOW-RENT HOUSING
FOOTNOTES

1. Section 1238(21) of the California Code of Civil Procedure
provides:

Any work or undertaking of & ¢ity, county, or
city and county, housing authority or commission,
or other peolitical subdivision or public body of the
State: {a) to demolish, clear or remove buildings
from any area which is detrimental tc the safety,
health and morals of the psople by reason of the
dilapidaticn, overcrowding, faulty arrangement or
desion, lack of ventilaticn or sanitary facilities
of tie dwellings predcminating in such areas; or
(t) to provide dwellings, apartments or other living
accommodations for persons or families who lack the
amount of income which is necessary (as determined by
the body engaging in said work or undertaking) to
enable them to live in decent, safe and sanitary
dwellings without overcrowding.

2. Health & Saf. Code § 34200-3L4L02.
3. L2 u.8.C. §§ 1l01-1430 {1964).

L. Hill, A Review of California Housing Authority Statutory and

Case Law 1938-1969, 2 Lincoln L. Rev. 30 (1966).

Health & Saf. Code § 342ho.
Health & Saf. Code § 34325.
Health & Saf. Code § 34325.

Health & Saf. Ccde § 36059(i}.

oo 3 o

Cal. Stats. 1938, Ex. Sess., Ch. 3, p. 6.

10. Housing Authority v. Dockweiler, 1% Cal.2d 437, 94 P.2d
7ob (1939). Even before 1937, the creation and funding of
a municipal housing commission pursuant to a city charter
for the purpose of eliminating overcrowded tenements or
slums was held a public purpcse. Willmon v. Powell, 91

Cal. App. L, 266 Pac. 1029 {1928).
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11.
12.
13.
1k,
15.

Health & Saf.

Health & Saf.

Health & Saf.

Health & 3af.

Health & Saf.

Code §§ 35480, 35484(c), 35493.
Code §§ 3u87h4, 34875, 3L879.
Code §§ 34874, 34875.

Code §§ 35100-35237.

Code § 35130.



